Marten Transport, LTD A Financial Analysis and Valuation Report by Belisle, Nathaniel
Minnesota State University Moorhead 
Red 
Dissertations, Theses, and Projects Graduate Studies 
Spring 5-15-2020 
Marten Transport, LTD A Financial Analysis and Valuation Report 
Nathaniel Belisle 
belislena@mnstate.edu 
Follow this and additional works at: https://red.mnstate.edu/thesis 
Recommended Citation 
Belisle, Nathaniel, "Marten Transport, LTD A Financial Analysis and Valuation Report" (2020). 
Dissertations, Theses, and Projects. 362. 
https://red.mnstate.edu/thesis/362 
This Project (696 or 796 registration) is brought to you for free and open access by the Graduate Studies at Red. It 
has been accepted for inclusion in Dissertations, Theses, and Projects by an authorized administrator of Red. For 
more information, please contact kramer@mnstate.edu. 
Marten Transport, LTD 
A Financial Analysis and Valuation Report 
 
 
 
 
A Project Presented to 
the Graduate Faculty of 
Minnesota State University Moorhead 
 
by 
 
Nathaniel Belisle 
 
 
 
 
In Partial Fulfillment of the 
Requirements for the Degree of 
Master of Science in 
Accounting and Finance 
 
 
 
 
May 2020 
Moorhead, Minnesota 
2 
 
TABLE OF CONTENTS 
EXECUTIVE SUMMARY .....................................................................................4 
LIST OF TABLES ...................................................................................................5 
INTRODUCTION ...................................................................................................6  
INDUSTRY CHARACTERISTICS ........................................................................6 
 OVERALL VIEW .......................................................................................6 
 INDUSTRY RISK FACTORS ....................................................................7 
  REGULATION ................................................................................7 
  MARCROECONOMIC ...................................................................7 
  OPERATING COSTS .....................................................................7 
  OTHER RISK FACTORS ...............................................................8 
 2019 RECAP AND 2020 OUTLOOK .........................................................8 
FIRM BACKGROUND AND CHARACTERISTICS .........................................10 
 OVERALL VIEW .....................................................................................10 
 MANAGEMENT .......................................................................................11 
FINANCIAL ANALYSIS SECTION ...................................................................12 
 ACCOUNTING POLICIES.......................................................................12 
  REVENUE RECOGNITION.........................................................12 
  PROPERTY AND EQUIPMENT .................................................12 
  INSURANCE AND CLAIMS .......................................................13 
  HEARTLAND EXPRESS ACCOUNTING POLICIES ...............13 
 AUDIT OPINION ......................................................................................13 
 LIQUIDITY ...............................................................................................14 
3 
 
 LEVERAGE AND SOLVENCY ..............................................................16 
  CAPITAL STRUCTURE ..............................................................16 
  SHAREHOLDER DISTRIBUTIONS ...........................................18 
 ACTIVITY AND ASSET MANAGEMENT ............................................19 
 PROFITABILITY ......................................................................................20 
 GROWTH ..................................................................................................24 
VALUATION ASSUMPTIONS ...........................................................................25 
 SALES GROWTH .....................................................................................25 
 CHANGES IN WORKING CAPITAL .....................................................26 
 CHANGES IN FIXED ASSETS ...............................................................26 
 WAAC .......................................................................................................26
 ANNUAL FORECASTED FCF’S ............................................................27 
SELL RECOMMENDATION...............................................................................27 
APPENDIX A: MARTEN TRANSPORT FINSAS TABLES ..............................28 
APPENDIX B: HEARTLAND EXPRESS FINSAS TABLES.............................36 
APPENDIX C: VALUATION TABLES ..............................................................45 
REFERENCES ......................................................................................................57 
  
4 
 
EXECUTIVE SUMMARY 
By using the Corporation Valuation Model based on discounting expected free cash flows 
at the weighted average cost of capital I have forecasted the value of Marten’s stock on 
December 31, 2019 to be $11.65.  Their most recent financial statements showed a large 
growth in sales with each of their operating segments continuing to constantly grow.  
Their capital structure most recently consisted of all equity and no debt for financing.  
Their cost of equity is 10.02% which is higher than their cost of debt of 8.95%.  After 
conducting my analysis of Marten stock, I have determined a sell recommendation as the 
value of the stock I have forecasted is $9.84 below or almost half the market close price 
on December 31, 2019.      
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INTRODUCTION 
The target analysis company that I chose to analyze was Marten Transport, LTD.  Marten 
is a trucking company based out of Mondovi, Wisconsin.  The benchmark company is a 
trucking company from North Liberty, Iowa called Heartland Express.  Both companies 
are categorized under the SIC Code 4213 – Transportation and Public Utilities Division – 
Trucking, except Local.  I was able to gather five years of annual financial statements 
from each company to compile into a financial analysis worksheet that allowed me to 
compare the companies from year to year both vertically and horizontally, as well as 
against each other.  Through the use of the financial statements and industry research, I 
was able to generate predicted future cash flows for Marten Transport to make a buy, sell, 
or hold determination in Marten’s common stock.   
INDUSTRY CHARACHTERISTICS 
Overall View 
The trucking industry consists of establishments engaged in furnishing “over-the-road” 
trucking services for freight generally weighing more than 100 pounds.  The trucking 
industry greatly relies on the strength of the economy.  Outside of regulation, the 
economy plays a vital role in the performance and outlook for the industry.  Since the 
industry engages in the transportation of goods, production and consumer buying power 
play a role in the industry.  Along with the economy, the industry also faces heavy 
regulatory compliance requirements. 
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Industry Risk Factors 
Regulation 
Regulation play a large role in the trucking industry.  The industry is regulated by many 
government agencies such as the EPA, DOT, the Federal Motor Carrier Safety 
Administration (FMCSA), and other state governing agencies.  The industry is subject to 
several safety and environmental regulations.  These regulatory agencies have put many 
restrictions on both equipment and drivers.  The equipment regulation has led to more 
investments in newer, safer, and environmentally friendly vehicles.  The drivers also face 
strict rules and with drivers being tested and rated, qualified drivers are hard to come by 
and to retain which created a competitive market to find drivers. 
Macroeconomic 
The trucking industry faces many different risk factors relating to macroeconomics and 
regulations.  Economic activity is a main risk factor for the trucking industry and is 
affected greatly by recessionary economic cycles.  The economic risk factor does not just 
relate to the economy as a whole but also to market segments and geographical areas in 
the country. 
Operating Costs 
There are many underlying factors within economic activity that affect operating costs.  
Such factors include fuel prices and fuel taxes, license and registration fees, and 
fluctuating interest rates.  Fuel prices are one of the largest and most volatile operating 
expense for trucking businesses according to their financial statements.  Changes in fuel 
prices and fuel taxes affect the profitability of the industry. License and registration fees 
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also play a role in the profitability of the industry.  Companies and drivers must be 
properly licensed and also may have to be registered in each state. Fluctuating interest 
rates are a risk factor for the industry.  According to trucking company financial 
statements, the industry relies heavily on large capital investments each year in order to 
not only maintain its fleet but to also to keep up with regulations.  Although most are 
financed through cash flows, companies do at times need to finance with debt. 
Other Risk Factors 
The trucking industry also faces random risk factors during the course of their operations.  
The biggest of these is properly investing in large capital assets and then selling them.  
The selling of these capital assets helps the industry generate the cash flow that they need 
to purchase newer equipment on a yearly basis.  Attracting and retaining qualified drivers 
has been a struggle for the industry as there is a shortage of qualified drivers within the 
industry, causing trucks to sit idle and margins to decrease.  The industry is at the mercy 
of the weather which includes normal calendar weather as well as natural disasters with 
winter causing operating cost to increase with more repairs and insurance claims. 
 2019 Recap and 2020 Outlook 
According to Williams (2019), in 2019 the industry saw the truckload capacity decrease 
as companies were forced to comply with implementing electronic logging devices 
(ELD) which record operator hours more accurately than the paper and pencil method.  
With this being implemented, the market saw a four percent decrease in capacity.  With 
this implementation, carriers saw increasing costs along with decreasing revenues.  This 
decrease though also came from a surplus of carriers in the market during 2018 which 
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saw the market equilibrium out of balance forcing some carriers out.  This surplus led to 
decreasing spot rates and increasing costs in 2019 which forced shippers to move to 
contract rates and away from spot rates.  Those carriers that relied on spot rates mainly 
struggled and did not survive.  At the end of 2019, due to many bankruptcies of carriers, 
the market currently sees itself in a shortage of capacity as manufacturing has begun to 
stabilize. 
According to BR Williams, the market going forward looks positive due to the current 
strength of the economy at the time their findings were published with a few factors to 
watch related to regulation and insurance.  Based off the strong finish to the economy, the 
trucking industry looks to have a shortage in capacity as manufacturing has now settled 
down and carriers have gone out of business in 2019.  The reason for the decrease in 
production during 2019 was due to uncertainty in tariffs and global trade.  But yet 
consumer spending, wages, and confidence seems to be growing which could create 
factory production to increase.  One important factor to watch in the capacity shortage in 
2020 is the number of qualified drivers.  Many of the baby boomer generation drivers are 
retiring and the industry is failing to attract new young drivers as many of them do not 
want to be out on the road. 
There are four main factors to watch for in the future outlook.  Liability insurance prices 
have been increasing, in some cases by double digit percentages causing operating 
expenses to increase.  With the final ELD implementations, productivity in the first 
quarter may be affected for those companies that have not already installed them into 
their trucks.  Beginning in 2020, the Internation Maritime Organization now requires 
ocean-going vessels to make the switch from high-sulfur fuel to similar low-sulfur 
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options which is what diesel trucks use possibly causing a shortage in the market.  With 
the signing of the United States-Mexico-Canada trade agreement the US should see 
improved economic conditions. 
FIRM BACKGROUND AND CHARATERISTICS 
Overall View 
Marten Transport is a long-haul carrier with five business platforms that offers a network 
of truck-based transportation capabilities.  Marten is based in Mondovi, Wisconsin and 
incorporated in Delaware.  Marten is one of the leading temperature-sensitive truckload 
carriers in the United States specializing in transporting and distributing food and other 
consumer packaged products that require a temperature-controlled environment.  Marten 
operates routes through the United States and parts of Mexico and Canada with the 
substantial part of its revenue being generated in the United States.  
Marten has four reporting segments within its operations: Truckload, Dedicated, 
Intermodal, and Brokerage.  The Truckload segment consists of hauling food and other 
consumer packaged goods that require a temperature-controlled environment as well as 
dry freight.  Marten’s Dedicated segment consists of providing customized transportation 
that fits its customers’ requirements.  The Intermodal segment transports customers’ 
freight by utilizing their temperature-controlled trailers on railroad flatcars for portions of 
the trip.  The Brokerage segment develops contractual relationships with and arranges for 
third-party carriers to transport freight for their customers in temperature-controlled 
trailers and dry vans. The profitability of these segments is affected by the rate per mile 
they receive per customer and other charges that they receive from their customers.   
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Marten Transport’s target customers are those companies that have food and consumer 
packaged goods that require temperature-sensitive services and who ship multiple 
truckloads per week.  Their biggest customer is Walmart and they rely on major 
customers to generate most of their revenue as in 2018 the top ten customers accounted 
for forty-six percent of their revenue. 
Marten’s personal as of the end of 2018 consisted of 2,718 drivers, 304 mechanics and 
maintenance personal, and 567 support personnel which includes management and 
administration.  Their fleet as of that day consisted of 2,755 tractors and 5,347 trailers 
which included 3,747 refrigerated trailers and 1,600 dry vans.  Due to strict regulation 
from government agencies, Marten looks to keep its fleet young as the average age of a 
tractor was 1.7 while replacing them about 3.7 years after purchase.  Their trailers’ 
average age was 2.5 years while replacing them after 5.5 years from the purchase date. 
Management 
The management of Marten Transport consist of five executive officers each with a 
diverse amount of experience.  Randolph L. Marten has led the company as the CEO 
since January of 2005 after serving in different roles in the company since 1974.  Many 
of the other executive officers bring experience from other backgrounds.  Three officers 
have worked as executive officers for other transportation companies prior and one has 
worked with a land developing company.  The CFO, James J. Hinnendael, hold his CPA 
after formerly working at Ernst & Young LLP.  Three of the five officers have held their 
positions for over ten years while the newest officer is Hinnendael, joining in 2015. 
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FINANCIAL ANALYSIS SECTION 
Accounting Policies 
Revenue Recognition 
Marten recognizes revenue and related expenses within all four reporting segments over 
time in accordance with FASB ASC 606, Revenue from Contracts with Customer.  In 
January of 2018, the company used the modified retrospective method after formerly 
recording revenue and expenses on the date the shipment of freight was completed.  
Revenue from the Intermodal and Brokerage segments as well as freight transported by 
independent contractors within the Truckload and Dedicated segments is accounted for 
on a gross basis as Marten is the principal service provider controlling the promised 
service.  Within these special segments, revenue is classified under operating revenue and 
payments made to the carriers are classified as purchased transportation expenses. 
Property and Equipment 
Property and Equipment is a large account on the balance sheet as the transportation 
industry requires large capital investments.  Depreciation is reported based on the cost of 
the asset reduced by the estimated salvage value using the straight-line method over its 
estimated useful life.  Estimated projected salvage values along with estimated useful 
lives are periodically evaluated by considering the market for used equipment, prior 
useful lives, and changes in technology.  Marten has not changed it policies regarding 
salvage values and useful lives of its tractors and trailers in the last ten years.  It’s 
important to note that a five percent decrease in estimated salvage values would have 
decreased net property and equipment by two percent or $11.9 million in 2018. 
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Insurance and Claims 
Marten self-insures for losses relating to workers’ compensation, auto liability, generally 
liability, cargo and property damage claims, and employee’s health insurance.  Insurance 
coverage for incident and total losses is carried based on historical experiences and on 
going review, however, they could suffer losses that could negatively affect the financial 
statements.  Marten is responsible for the first $1.0 million in each auto liability claim 
and for the first $750,000 on each workers’ compensation claim. 
Heartland Express Accounting Procedures 
Management estimates the useful lives of revenue equipment based on estimated use of 
the asset.  Tractors are depreciated using the 125% declining balance method while 
trailers are depreciated using the straight ling methods as management believes this is the 
best matching of depreciation based on use.  The lives of tractors and trailers are five and 
seven years respectively with estimated salvages value based upon the expected market 
values of equipment at the end of the expected useful life.   
Management estimates accruals for the self-insured portion of pending accident liability, 
workers’ compensation, physical damage, and cargo damage claims.  These estimates are 
based off individual case estimates and historical experiences.  The liabilities are 
undiscounted and represent the best of estimate of obligations.              
Audit Opinion 
Marten Transport received its audit opinion on March 1, 2019 for its 2018 financials.  
Grant Thornton LLP, an independent registered public accounting firm, concluded that 
the internal controls were effective and its audited financial statements received an 
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unqualified opinion.  Heartland Express’s 2018 financial statements received an 
unqualified opinion and it internal controls were determined to be effective in its 
February 21, 2019 audit report from Grant Thornton LLP. 
Liquidity 
Marten’s main source cash in the cash conversion cycle comes from its accounts 
receivable turnover as they have no inventory on hand.  Cash and cash equivalents and 
accounts receivables account for the majority of the current assets.  Marten has a limited 
amount of customers with most of them being large clients and therefore the accounts 
receivable account is highly concentrated.  Marten ensures to realize the credit worthiness 
of each customer before sales keeping in mind any historical disputes. 
The transportation industry requires large amounts of capital investments to invest in new 
tractors and trailers in order to keep the fleet newer and to help keep costs down.  With 
that, turning over cash is important for Marten to invest in these new capital assets.  
Marten on average turned its accounts receivable over every 40 days in 2018.  This was 
an improvement over the period as it originally was 49 days back in 2014.  Marten’s 
working capital increased greatly over the period from $65,000 in 2014 to $91,000 in 
2018 which also caused sales to working capital to decrease.  Marten’s current ratio as of 
2018 was 2.27 and its cash ratio was .79 which are both up from 2.48 and 0 respectively 
in 2014. 
Heartland Express just like Marten does not carry inventory on its balance sheet so 
therefore most of the current assets consist of cash and accounts receivables.  Heartland 
manages to turnover its accounts receivable better than Marten with about 30 days to turn 
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it over compared to Marten’s 49 days.  Heartland also shows better liquidity ratios across 
the board in comparison to Marten.  Their most recent current ratio showed 3.59 and a 
cash ratio of 2.50.  Cyclical wise, it appears Heartland followed similar increases and 
decreases during the time period showing that both more than likely follow industry 
standards. 
Marten Transport Cash Flows 
In thousands 
  2018 2017 2016 2015 2014 
Operating 
              
150,623  
               
121,879  
            
133,801  
          
128,238  
             
81,971  
Investing 
            
(101,270) 
               
(95,318) 
            
(97,290) 
        
(125,081) 
        
(118,606) 
Financing 
                 
(8,381) 
               
(11,258) 
            
(36,457) 
             
(2,846) 
             
23,108  
  
Heartland Express Cash Flows 
In thousands 
  2018 2017 2016 2015 2014 
Operating 
              
146,543  
               
109,538  
            
155,781  
          
190,472  
           
172,453  
Investing 
              
(37,814) 
            
(123,497) 
            
(28,808) 
          
(67,213) 
        
(115,479) 
Financing 
              
(31,889) 
               
(30,168) 
            
(21,344) 
        
(107,330) 
           
(57,434) 
Table 1 
Marten Transport has seen positive cash flows in every year of the analysis period from 
2014-2018.  The only positive cash flow comes from its operating activities while the 
investing and finance activities see negative cash flows.  The only exception to this 
normal trend was in the year 2015 when Marten borrowed money from its credit facility 
to finance investing in new revenue equipment.  The typical fiscal year for cash shows 
the cash generated from operating activities being used to purchase new revenue 
equipment, construct or upgrade regional operating facilities, and pay cash dividends.  
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Prior years have also seen cash go towards repaying loans that were taken out and buying 
back stocks which was authorized under the board of directors.  In 2018, Marten’s net 
cash flows were increased by the new tax laws under the Tax Cuts and Jobs Act of 2017 
which cut the income tax rate and established bonus depreciation.  Marten’s 2018 cash 
flows were $150.6 million for operating, -$101.3 million for investing, and -$8.4 million 
in financing for a net amount of $40.9 million.  Overall, for how much cash goes to 
investing in revenue equipment each year and still producing a positive cash flow, I 
would say Marten’s in good shape with its cash.     
Heartland Express sees very similar cash activities as compared to Marten.  The main 
generator of cash comes from their operating activities while the investing and financing 
activities see outflows of cash each year.  Both of Heartland’s main cash outflows come 
from paying dividends and investing in new revenue equipment each year.  Heartland 
only saw one year of negative net cash flows in 2017.  This was due to higher 
investments in revenue equipment as well as investing in a subsidiary that year. 
Leverage and Solvency 
Capital Structure 
Both Marten Transport and Heartland Express have very similar capital structures.  Both 
companies are wholly financed through equity and no long-term outstanding debt.  
Common shares are the use of equity to fund both companies as neither have preferred 
shares of stock outstanding although they do have authorized shares of preferred stock.  
Despite having to make large purchases each year in capital assets, both are able to fund 
those through the cash they generate through their operations.   
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Marten entered into an agreement with its unsecured committed credit facility during 
2018 that reduces the aggregate principal amount of the facility by $10 million to $30 
million and extended the term to August of 2023.  As of the end of 2018 there was no 
outstanding principal balance on the facility which has outstanding standby letters of 
credit to guarantee settlement of self-insurance claims of $14.6 million with the 
remaining as borrowing amount availability.  Marten states in its financial statements that 
they do not expect liquidity constraints for the foreseeable future based on its current 
cash, anticipated cash flows and current borrowing availability.  Heartland also has a line 
of credit from its bank as well.  The current credit limit for them is $100 million with 
standard financial covenants. 
Currently, both Marten Transport and Heartland Express have no mention in their 
financials of stock sales or new loans.  Both intend to keep financing their operations 
through operating income as both have lines of credit on hand as needed and both are 
engaging in repurchasing their own respective stocks. 
Marten’s debt to equity ratio is around 30% typically when not taking on a long-term 
loan which is otherwise around 50%.  Cash flows to total debt for Marten without a long-
term loan are about 30% and around 58% when carrying long term debt.  Heartland sees 
similar debt to equity ratios of about 35% with no long-term debt and about 57% when 
carrying long term debt.  Heartland’s cash flow to total debt is much larger than Marten 
with 70% when not carrying long term debt and 65% when carrying long term debt.       
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Shareholder Distributions 
Marten Transport currently has a dividend policy in place since 2010 that pays regular 
cash dividends to stockholders that is subject to approval each quarter.  In 2018, Marten 
paid $0.025 per share of common stock per quarter to total $5.5 million in dividends.  
The prior two years, Marten paid a total of $4.4 million and $3.3 million in dividends.  
Marten currently expects to continue paying dividends but is subject to the financial 
condition, cash requirements, and other factors deemed by the Board of Directors.  There 
is also a restriction by the credit facility, as mentioned above, that limits the amount of 
dividends each year to 25% of the prior year net income.  This can be however waived 
with permission as it was in 2016.   
Marten is also engaging in buying back its shares as approved by the Board of Directors.  
Currently, they are looking to repurchase up to $40 million in shares which is 
approximately 3.3 million shares.  During 2018, they bought back 200,000 shares for 
$3.8 million.  Currently in the repurchase program they have up to $12.6 million or 
806,000 shares to repurchase. 
Heartland Express also pays dividends each year on its common stock and has similar 
policies to Marten besides the credit facility policy.  During 2018 Heartland paid out 
$0.08 per share which equated to $66 million.  Heartland is also engaging in repurchasing 
its own shares.  They repurchased 1.4 million shares during 2018 with an additional 6.9 
million shares authorized by the Board of Directors to be repurchased.    
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Activity and Asset Management 
As mentioned many times before, the trucking industry invests heavily in its capital 
assets and therefore the bulk of the assets consists of property, plant, and equipment 
outside of the more liquid assets.  Marten turns over its capital assets within a matter of 
less than five years to move on to safer equipment.  Marten Transport has increased its 
investment each year in trucks and trailers on the balance sheet with the past two years 
showing an increase of about 2.7%.  At the end of 2018 Marten had $787 million in 
revenue equipment on its balance net of depreciation.  As that number has gone up 
through the years it is also important to take into account the annual inflation rate and that 
the cost of trucks has been increasing throughout the years due to more regulation.  With 
Marten replacing its assets so often, the increasing amount on the balance sheet does 
seem reasonable to assume.  Looking at it from a revenue perspective, Marten in 2018 
generated $1.34 for every dollar it invested in its revenue equipment.  These numbers do 
fluctuate with the revenues produced each period as equipment costs are still increasing.  
Marten’s return on investment was 8.1% in 2018 which was up from 2014.  The return on 
investment did see a big jump in 2017 of 14.4%. 
Heartland also had heavy investments in equipment with $610 million reported on its 
balance sheet at the end of 2018.  Unlike Marten though, Heartland’s revenue equipment 
decreased through the period with the exception of 2018 in which is increased but was 
still lower than the 2014 mark.  Heartland does generate more revenue per dollar of 
invested revenue compared to Marten with $1.54 for every dollar in revenue recorded in 
2018.  There are some discrepancies when comparing these numbers though because 
each uses a different depreciation method.  Marten uses straight line depreciation on all 
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of its assets while Heartland uses the 125% declining balance method for its tractors 
while still using straight line for its trailers.  Heartland’s return on investment for its fixed 
assets in 2018 was 9.8%. 
Profitability 
Marten Transport Operating Revenue 
In thousands 
  2018 2017 2016 2015 2014 
Operating 
Revenue 
         
787,594  
         
698,120  
         
671,144  
         
664,994  
         
672,929  
Percent Changes 12.82% 4.02% 0.92% -1.18%   
  
Heartland Express Operating Revenue 
In thousands 
  2018 2017 2016 2015 2014 
Operating 
Revenue 
         
610,803  
         
607,336  
         
612,937  
         
736,345  
         
871,355  
Percent Changes 0.57% -0.91% -16.76% -15.49%   
Table 2 
When calculating its operating segments in its financial statements, Marten calculates and 
analyzes them in two different ways.  The first is by combining all revenues together for 
each segment which are reflected in the percentages above.  Marten also calculates and 
analyzes its segments net of fuel surcharges.  Those fuel charges that are passed onto the 
customer during billing are taken out of the total operating income.  Fuel surcharges 
fluctuate with the fuel prices themselves.  Years of low fuel prices mean less operating 
income while years of high fuel prices mean higher operating income.  An example 
looking back historically, in 2015 as compared to 2014 overall operating revenue fell by 
1.2%, but operating income net of fuel surcharge was up by 8.2%.  The overall operating 
revenue decrease was due to the 2.9% decrease in fuel surcharges for the year due to 
lower fuel prices.   
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Sales revenue during the five-year reporting period saw an increase of 17% from the 
reporting year 2014.  The increases in 2018 sales were in part due to increasing operating 
income as well as high fuel surcharges.  Marten saw growth in all of its operating 
segments except its Truckload segment which is its main segment.  The large increases in 
the other segments of about 21% from each were able to offset the 4.2% decrease from 
the truckload segment.  Fuel surcharges for the period were increased by about 58.3% 
this year allowing for sales revenue to increase. 
Heartland Express saw decreasing operating revenues during that same time period 
between 2014 and 2018 with an overall decrease of 29.9%.  Revenues sharply decreased 
from 2014 to 2015 and again into 2016 but steadied in the years of 2017 and 2018.  The 
large decreases for Heartland came in part due to a decrease in fuel surcharges for lower 
fuel prices just like Marten Transport as well as decreases in trucking revenue.  The 
primary difference in their operating revenue trends came from Marten being more 
diversified with its other operating segments. 
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Marten Transport Operating Expenses 
In thousands 
  2018 2017 2016 2015 2014 
Operating 
Expenses 
         
717,246  
         
641,258  
         
612,841  
         
603,931  
         
621,923  
Percent of Sales 91.07% 91.85% 91.31% 90.82% 92.42% 
Marten Transport Operating Income 
Operating Income 
           
70,348  
           
56,862  
           
58,303  
           
61,063  
           
51,006  
Percent of Sales 8.93% 8.15% 8.69% 9.18% 7.58% 
  
Heartland Express Operating Expenses 
In thousands 
  2018 2017 2016 2015 2014 
Operating 
Expenses 
         
521,016  
         
543,792  
         
527,369  
         
619,765  
         
739,487  
Percent of Sales 85.30% 89.54% 86.04% 84.17% 84.87% 
  
Operating Income 
           
89,787  
           
63,544  
           
85,568  
         
116,580  
         
131,868  
Percent of Sales 14.70% 10.46% 13.96% 15.83% 15.13% 
Table 3  
Operating income for Marten from the period of 2014 to 2018 saw an increase of 37.9% 
despite seeing costs increase by 15.3%.  Looking throughout the financial statements of 
Marten, the breakdown of each operating cost in relation to operating income remains 
consistent throughout the years with only a 2% difference at the maximum.  This shows 
that many of its expenses are probably variable costs as they stay the same in relation to 
sales each year.  An important note is that the dispositions of revenue equipment is also 
included in operating income which normally results in a gain as these are normal yearly 
transactions.  The largest amount of operating expenses comes from salaries (32%), 
purchased transportation (18%), fuel and fuel taxes (15%), and depreciation (12%).  
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Marten’s non-operating income comes from MW Logistics, a 45% owned affiliate, which 
has experienced losses for the past three years prior until 2018. 
Operating income margins have been steady at about 9% during the analysis period. 
Operating asset turnover has continued to stick around 1 with the return on operating 
assets being around 9%.  Marten’s operating profitability ratios have been very consistent 
due to most expenses being variable. 
Heartland Express has managed to decrease its operating expenses over the years with a 
29.5% decrease in expenses over the 5 years.  Looking at Heartland’s vertical analysis, 
they have a higher operating income percentage of about an average of 13-14% as 
compared to Marten’s 8%.  Heartland’s operating profitability ratios show operating 
income margins of about 13% with operating asset turnover of about 1 and return on 
operating assets of 13%.  All of these ratios are higher than Marten’s as they were able to 
decrease costs with fewer sales each year. 
Marten Transport Net Income 
In thousands 
  2018 2017 2016 2015 2014 
Net Income 
         
55,027  
         
90,284  
         
33,464  
         
35,745  
         
29,834  
Percent of 
Sales 6.99% 12.93% 4.99% 5.38% 4.43% 
  
Heartland Express Net Income 
In thousands 
Net Income 
         
72,677  
         
75,173  
         
56,386  
         
73,056  
         
84,834  
Percent of 
Sales 11.90% 12.38% 9.20% 9.92% 9.74% 
Table 4 
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Marten’s net income has increased by 84.4% since 2014 with the largest amount of net 
income coming in 2017.  The larger amount of net income was in part recognized by 
being able to record a deferred income tax benefit which increased their net income. 
Vertical analysis shows that on average Marten records about 4.5-7% of net income in 
relation to sales. 
Marten’s net profit margins have been around 4-6% percent with the exception of 2017 in 
which it was 12%.  The large increase in 2017 was in part due to being able to record a 
deferred tax asset because of the tax changes.  Marten’s total asset turnover is around 1 
while their return on assets was about 5% in during the first three analysis years with a 
spike to 13% in 2017 due to the tax laws changes and then settling down to 7% in 2018.  
Marten’s current return on total equity was 9%   
Heartland’s net income did decrease over the years with a -14.3% decrease. Looking 
vertically, they were able to increase their net income percentage from about 9.5% the 
first three years to 11.9% in 2018.  Heartland’s net profit margins the past two years have 
been about 12% after increasing from 9% in the prior years.  Heartland’s total asset 
turnover is currently about .7 with return on assets being 9%. Their return on total equity 
has been recently around 12%.  Heartland also did see spikes in its profitability ratios in 
2017 due to the change in tax laws.  
Growth 
Marten’s growth strategy is to grow organically through sales by offering shippers a high 
level of service and significant freight capacity according to its financial statements.  
Marten has seen sales growth over the analyzed period except for the 2015 year.  Sales 
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grew by 17% during the five-year period.  By diversifying their business model, they 
were able to grow overall despite decreases in some major reporting segments.  Taking 
the reporting segments net of fuel surcharges, sales have increased ever year through the 
analyzed period. 
Heartland continues to grow through organic growth and acquisitions.  Since 1987, they 
have completed seven acquisitions allowing them to expand to different regions.  
Heartland’s organic growth comes from acquiring new customers and expansion of its 
operating regions.  Despite these intentions, Heartland has continued to see decreasing 
sales since 2014 with a 30% decrease.  They are not a diversified company like Marten 
and therefore their revenues are subject to just the truckload segment which saw a 
decrease in revenues for Marten as well. 
VALUATION ASSUMPTIONS 
Sales Growth 
Marten Transport continued to see its sales grow throughout the time period of 2014 to 
2018 with an average growth rate of 4.1%.  Most of these increases in sales each year has 
come from the added segments outside its main revenue generator segment of Truckload.  
I expect with the diversified segments of the business that sales will continue to grow 
steadily.  After seeing a large growth of 12% in sales most recently, I decided to use a 
starting rate of 8% and then fading evenly the next five years to a long-term growth rate 
of 5% which is near the average growth rate.  Rates for expenses were kept at the average 
as most of Marten’s expenses are variable.  
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Changes In Working Capital 
Based off of historical data, I decided to keep most of Marten’s working capital accounts 
around the average for the analyzed period.  The working capital accounts have stayed 
very consistent in their relations to sales throughout the analyzed period.  Therefore, I 
have used a starting rate near the average and kept the same rate for the long-term rate as 
they have stayed pretty consistent with the average.  The only exception to these accounts 
was the cash account which saw a large spike in 2018.  For the cash account I kept both 
the starting and long-term rates a little lower than the most recent rate. 
Changes In Fixed Assets 
Marten’s fixed assets are the main revenue generators of the company and the 
investments in them each year are crucial not only to generate revenue but also to keep up 
with safety regulations.  With the increasing prices of tractors and trailers as more safety 
and fuel-efficient features are added, the fixed assets will continue to grow constantly 
with sales.  I decided to keep the starting rate and long-term rate around the average of 
77.7% of sales as fixed assets historical have stayed constant in relation to sales. 
WACC  
The WACC was calculated to be 9.69% from the cost of equity being 10.02% and the 
target percent financed with long-term debt being 10%.  The cost of equity was 
calculated using a beta of 1.02, a risk-free rate of 4.85%, and a market risk premium of 
5.07% after using a market premium of 9.92%.  The beta was obtained from Yahoo 
Finance with the risk-free rate and market premium being obtained from the Business 
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Valuation Resources Cost of Capital Professional Platform of the American Society of 
Appraisers.    
 The target percent of long-term debt of 10% was chosen based on historical financial 
statements of Marten when they had long-term debt.  The capital structure during those 
times consisted of about 10% debt.  The cost of debt was determined to be 8.95% from 
using a spread for bond ratings of 4.10% and the risk-free rate of 4.85%.  The after-tax 
cost of long-term debt was calculated to be 6.71% from using a tax rate of 25%.      
Annual Forecasted FCF’s 
With these projections above, the free cash flow (FCF) continues to slowly rise after the 
first two years.  The first year sees a drop off in the FCF as there is a larger investment in 
operating capital the first year.  Perpetuity sees a growth rate of 6.0% in the FCF and a 
ROIC of 8.6%.  The FCF on December 31, 2023 is $22,782 after a net income that year 
of $73,134. 
SELL RECOMMENDATION 
By using the Corporation Valuation Model based on discounting expected free cash flows 
at the weighted average cost of capital I have determined a sell recommendation.  Based 
on the above projections of the free cash flow, I estimate Marten’s closing stock price on 
December 31, 2019 to be $11.65.  This share price is below the market close price on 
December 31, 2019 of $21.49, a $9.84 difference.  Based on my projections, the stock is 
expected to rise to $20.66 on December 31, 2025 which is just shy of the market close 
price from 2019.  Using these projections, I suggest a sell recommendation as the share is 
overvalued.       
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Marten Transport          
INCOME STATEMENT 2018  2017  2016  2015  2014  
For Fiscal Year End 12/31      
In Thousands      
Net Sales 787594  698120  671144  664994  672929  
Less: Cost of Goods Sold 0  0  0  0  0  
      
Gross Profit 787594  698120  671144  664994  672929  
      
Other Operating Revenue 0  0  0  0  0  
Less: Operating Expenses  717246  641258  612841  603931  621923  
      
Operating Income 70348  56862  58303  61063  51006  
       
Less: Interest Expense 0  0  0  0  0  
      (no capitalized 
interest)      
Other Income (Expenses) 681  -389  -1237  -372  667  
Unusual or Infreq. Item;      
  Gain (Loss) 0  0  0  0  0  
Equity in Earnings of Assoc.;      
  Profit (Loss) 0  0  0  0  0  
      
Income before Taxes 71029  56473  57066  60691  51673  
      
Less:Taxes Related to 
Operations 16002  -33811  23602  24946  21839  
      
N.I. before Min. Ern. 55027  90284  33464  35745  29834  
      
Minority Share of Earnings 
(Loss) 0  0  0  0  0  
      
N.I. before Nonrecurring Items 55027  90284  33464  35745  29834  
       
Oper. of Discontinued Segment;      
  Income (Loss) 0  0  0  0  0  
Disposal of Discont. Segment;      
  Gain (Loss) 0  0  0  0  0  
Extraordinary Item;      
  Gain (Loss) 0  0  0  0  0  
Cum. Effect of Acct Change;      
  Gain (Loss) 0  0  0  0  0  
      
Net Income (Loss) 55027  90284  33464  35745  29834  
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Marten Transport         
BALANCE SHEET 2018  2017  2016  2015  2014  
For Fiscal Year End 12/31      
In Thousands      
ASSETS      
Current Assets:      
  Cash 56763  15791  488  434  123  
  Marketable Securities 0  0  0  0  0  
  Gross Receivables 87189  81317  73910  81787  90478  
  Less: Allowance for Bad Debts 348  300  275  305  475  
      Net Trade Receivables 86841  81017  73635  81482  90003  
  Inventories 0  0  0  0  0  
  Prepaid Expenses 19924  19810  19307  18134  16860  
  Other Current Assets 0  0  0  0  3199  
      
Total Current Assets 163528  116618  93430  100050  110185  
Long-Term Assets:       
Net Tangible (Fixed) Assets 
(other than construction in 
progress) 588230  571920  557825  528009  465749  
Construction in Progress 0  0  0  0  0  
Intangible Assets 0  0  0  0  0  
Investments 0  0  0  0  0  
Other Nonoperating Assets 0  0  0  0  0  
Other Operating Assets 2146  1865  2493  3469  3726  
      
Total Long-Term Assets 590376  573785  560318  531478  469475  
Total Assets 753904  690403  653748  631528  579660  
LIABILITIES AND EQUITY      
Current Liabilities:      
  Accounts Payable 15704  16478  14391  12007  17065  
  Short Term Loans 0  0  0  0  0  
  Current Maturity of L.t. Debt 0  0  0  0  0  
  Other Current Liabilities 56269  47799  46279  37869  27453  
      
Total Current Liabilities 71973  64277  60670  49876  44518  
Long-Term Liabilities:      
  Long-term Debt 0  0  7886  37867  24373  
  Reserves 0  0  0  0  0  
  Deferred Liabilities 105977  100626  147854  134364  122843  
  Minority Interest 0  0  0  0  0  
  Redeemable Preferred 0  0  0  0  0  
  Other Long-term Liabilities 0  0  0  0  0  
      
Total Long-term Liabilities 105977  100626  155740  172231  147216  
Total Liabilities 177950  164903  216410  222107  191734  
Shareholders' Equity:      
  Preferred Equity 0  0  0  0  0  
  Common Equity-incl. Ret. Ern. 575954  525500  437338  409421  387926  
      
Total Equity 575954  525500  437338  409421  387926  
Total Liabilities and Equity 753904  690403  653748  631528  579660  
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Marten Transport      
VERTICAL INCOME STATEMENT 2018 2017 2016 2015 2014 
For Fiscal Year End 12/31      
Net Sales 100.00% 100.00% 100.00% 100.00% 100.00% 
Less: Cost of Goods Sold 0.00% 0.00% 0.00% 0.00% 0.00% 
 
-------
--- 
-------
--- 
-------
--- 
-------
--- 
-------
--- 
Gross Profit 100.00% 100.00% 100.00% 100.00% 100.00% 
      
Other Operating Revenue 0.00% 0.00% 0.00% 0.00% 0.00% 
Less: Operating Expenses  91.07% 91.85% 91.31% 90.82% 92.42% 
      
Operating Income 8.93% 8.15% 8.69% 9.18% 7.58% 
       
Less: Interest Expense 0.00% 0.00% 0.00% 0.00% 0.00% 
      (no capitalized 
interest)      
Other Income (Expenses) 0.09% -0.06% -0.18% -0.06% 0.10% 
Unusual or Infreq. Item;      
  Gain (Loss) 0.00% 0.00% 0.00% 0.00% 0.00% 
Equity in Earnings of Assoc.;      
  Profit (Loss) 0.00% 0.00% 0.00% 0.00% 0.00% 
      
Income before Taxes 9.02% 8.09% 8.50% 9.13% 7.68% 
      
Less:Taxes Related to 
Operations 2.03% -4.84% 3.52% 3.75% 3.25% 
      
N.I. before Min. Ern. 6.99% 12.93% 4.99% 5.38% 4.43% 
      
Minority Share of Earnings 
(Loss) 0.00% 0.00% 0.00% 0.00% 0.00% 
      
N.I. before Nonrecurring 
Items 6.99% 12.93% 4.99% 5.38% 4.43% 
       
Oper. of Discontinued 
Segment;      
  Income (Loss) 0.00% 0.00% 0.00% 0.00% 0.00% 
Disposal of Discont. Segment;      
  Gain (Loss) 0.00% 0.00% 0.00% 0.00% 0.00% 
Extraordinary Item;      
  Gain (Loss) 0.00% 0.00% 0.00% 0.00% 0.00% 
Cum. Effect of Acct Change;      
  Gain (Loss) 0.00% 0.00% 0.00% 0.00% 0.00% 
      
Net Income (Loss) 6.99% 12.93% 4.99% 5.38% 4.43% 
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Marten Transport      
VERTICAL BALANCE SHEET 2018 2017 2016 2015 2014 
For Fiscal Year End 12/31      
ASSETS      
Current Assets:      
  Cash 7.53% 2.29% 0.07% 0.07% 0.02% 
  Marketable Securities 0.00% 0.00% 0.00% 0.00% 0.00% 
  Gross Receivables 11.57% 11.78% 11.31% 12.95% 15.61% 
  Less: Allowance for Bad 
Debts 0.05% 0.04% 0.04% 0.05% 0.08% 
      Net Trade Receivables 11.52% 11.73% 11.26% 12.90% 15.53% 
  Inventories 0.00% 0.00% 0.00% 0.00% 0.00% 
  Prepaid Expenses 2.64% 2.87% 2.95% 2.87% 2.91% 
  Other Current Assets 0.00% 0.00% 0.00% 0.00% 0.55% 
      
Total Current Assets 21.69% 16.89% 14.29% 15.84% 19.01% 
Long-Term Assets:       
Net Tangible (Fixed) Assets 
(other than construction in 
progress) 78.02% 82.84% 85.33% 83.61% 80.35% 
Construction in Progress 0.00% 0.00% 0.00% 0.00% 0.00% 
Intangible Assets 0.00% 0.00% 0.00% 0.00% 0.00% 
Investments 0.00% 0.00% 0.00% 0.00% 0.00% 
Other Nonoperating Assets 0.00% 0.00% 0.00% 0.00% 0.00% 
Other Operating Assets 0.28% 0.27% 0.38% 0.55% 0.64% 
      
Total Long-Term Assets 78.31% 83.11% 85.71% 84.16% 80.99% 
Total Assets 100.00% 100.00% 100.00% 100.00% 100.00% 
LIABILITIES AND EQUITY      
Current Liabilities:      
  Accounts Payable 2.08% 2.39% 2.20% 1.90% 2.94% 
  Short Term Loans 0.00% 0.00% 0.00% 0.00% 0.00% 
  Current Maturity of L.t. 
Debt 0.00% 0.00% 0.00% 0.00% 0.00% 
  Other Current Liabilities 7.46% 6.92% 7.08% 6.00% 4.74% 
      
Total Current Liabilities 9.55% 9.31% 9.28% 7.90% 7.68% 
Long-Term Liabilities:      
  Long-term Debt 0.00% 0.00% 1.21% 6.00% 4.20% 
  Reserves 0.00% 0.00% 0.00% 0.00% 0.00% 
  Deferred Liabilities 14.06% 14.57% 22.62% 21.28% 21.19% 
  Minority Interest 0.00% 0.00% 0.00% 0.00% 0.00% 
  Redeemable Preferred 0.00% 0.00% 0.00% 0.00% 0.00% 
  Other Long-term 
Liabilities 0.00% 0.00% 0.00% 0.00% 0.00% 
      
Total Long-term Liabilities 14.06% 14.57% 23.82% 27.27% 25.40% 
Total Liabilities 23.60% 23.89% 33.10% 35.17% 33.08% 
Shareholders' Equity:      
  Preferred Equity 0.00% 0.00% 0.00% 0.00% 0.00% 
  Common Equity-incl. Ret. 
Ern. 76.40% 76.11% 66.90% 64.83% 66.92% 
      
Total Equity 76.40% 76.11% 66.90% 64.83% 66.92% 
Total Liabilities and Equity 100.00% 100.00% 100.00% 100.00% 100.00% 
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Marten Transport   
HORIZONTAL INCOME STATEMENT 2018 2017 2016 2015 2014 
For Fiscal Year End 12/31      
Net Sales 117.04% 103.74% 99.73% 98.82% 100.00% 
Less: Cost of Goods Sold #N/A #N/A #N/A #N/A #N/A 
      
Gross Profit 117.04% 103.74% 99.73% 98.82% 100.00% 
      
Other Operating Revenue #N/A #N/A #N/A #N/A #N/A 
Less: Operating Expenses  115.33% 103.11% 98.54% 97.11% 100.00% 
      
Operating Income 137.92% 111.48% 114.31% 119.72% 100.00% 
       
Less: Interest Expense #N/A #N/A #N/A #N/A #N/A 
      (no capitalized 
interest)      
Other Income (Expenses) 102.10% -58.32% 
-
185.46% -55.77% 100.00% 
Unusual or Infreq. Item;      
  Gain (Loss) #N/A #N/A #N/A #N/A #N/A 
Equity in Earnings of 
Assoc.;      
  Profit (Loss) #N/A #N/A #N/A #N/A #N/A 
      
Income before Taxes 137.46% 109.29% 110.44% 117.45% 100.00% 
      
Less:Taxes Related to 
Operations 73.27% 
-
154.82% 108.07% 114.23% 100.00% 
      
N.I. before Min. Ern. 184.44% 302.62% 112.17% 119.81% 100.00% 
      
Minority Share of Earnings 
(Loss) #N/A #N/A #N/A #N/A #N/A 
      
N.I. before Nonrecurring 
Items 184.44% 302.62% 112.17% 119.81% 100.00% 
       
Oper. of Discontinued 
Segment;      
  Income (Loss) #N/A #N/A #N/A #N/A #N/A 
Disposal of Discont. 
Segment;      
  Gain (Loss) #N/A #N/A #N/A #N/A #N/A 
Extraordinary Item;      
  Gain (Loss) #N/A #N/A #N/A #N/A #N/A 
Cum. Effect of Acct Change;      
  Gain (Loss) #N/A #N/A #N/A #N/A #N/A 
      
Net Income (Loss) 184.44% 302.62% 112.17% 119.81% 100.00% 
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LIQUIDITY 2018  2017  2016  2015  2014  
For Fiscal Year End 12/31      
Days' Sales in Receivables 40.41  42.52  40.20  44.89  49.08  
Accounts Receivable Turnover 9.35  8.99  8.62  7.72  14.87  
A/R Turnover in Days 39.05  40.58  42.34  47.28  #N/A 
      
Days' Sales in Inventory      
Inventory Turnover      
Inventory Turnover in Days      
      
Operating Cycle      
Working Capital (In Thousands) 
    
91,555  
    
52,341  
    
32,760  
    
50,174  
    
65,667  
Current Ratio 2.27  1.81  1.54  2.01  2.48  
      
Acid Test 2.00  1.51  1.22  1.64  2.02  
Cash Ratio 0.79  0.25  0.01  0.01  0.00  
Sales to Working Capital 10.95  16.41  16.19  11.48  20.50  
      
Cash Flow/Cur. Mat. of Debt & 
NP      
      
      
LONG-TERM DEBT-PAYING ABILITY 2018  2017  2016  2015  2014  
      
Times Interest Earned      
Fixed Charge Coverage      
Debt Ratio 23.60% 23.89% 33.10% 35.17% 33.08% 
      
Debt/Equity 30.90% 31.38% 49.48% 54.25% 49.43% 
Debt to Tangible Net Worth 30.90% 31.38% 49.48% 54.25% 49.43% 
Cash Flow/Total Debt 84.64% 73.91% 61.83% 57.74% 42.75% 
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PROFITABILITY 2018  2017  2016  2015  2014  
For Fiscal Year End 12/31      
Net Profit Margin 6.99% 12.93% 4.99% 5.38% 4.43% 
Total Asset Turnover 1.09  1.04  1.04  1.10  2.32  
Return on Assets 7.62% 13.43% 5.21% 5.90% 10.29% 
      
Operating Income Margin 8.93% 8.15% 8.69% 9.18% 7.58% 
Operating Asset Turnover 1.09  1.04  1.04  1.10  2.32  
Return on Operating Assets 9.74% 8.46% 9.07% 10.08% 17.60% 
      
Sales to Fixed Assets 1.36  1.24  1.24  1.34  2.89  
Return on Investment 8.41% 14.81% 5.70% 6.40% 11.15% 
Return on Total Equity 9.99% 18.75% 7.90% 8.97% 15.38% 
      
Return on Common Equity 9.99% 18.75% 7.90% 8.97% 15.38% 
Gross Profit Margin 100.00% 100.00% 100.00% 100.00% 100.00% 
      
      
INVESTOR ANALYSIS 2018  2017  2016  2015  2014  
      
Degree of Financial Leverage 1.00  1.00  1.00  1.00  1.00  
Earnings per Share 1.00  1.65  0.61  1.06  0.89  
Price/Earnings Ratio 19.35  14.06  22.48  9.50  13.79  
      
Percentage of Earnings Retained 90.08% 95.17% 90.28% 90.66% 88.80% 
Dividend Payout 10.00% 4.85% 9.84% 9.43% 11.24% 
Dividend Yield 0.52% 0.34% 0.44% 0.99% 0.81% 
      
Book Value per Share 10.57  9.64  13.40  12.50  11.61  
Materiality of Options #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0! 
Oper. Cash Flow per Share 2.73  2.22  2.46  3.80  2.43  
      
Oper. Cash Flow/Cash Dividends 27.59  27.95  41.14  38.41  24.53  
Year-end Market Price 19.35  23.20  13.71  10.07  12.27  
 
  
36 
 
 
 
 
 
 
 
 
 
 
 
 
APPENDIX B 
  
37 
 
Heartland Express         
INCOME STATEMENT 2018  2017  2016  2015  2014  
For Fiscal Year End 12/31      
In Thousands      
Net Sales 610803  607336  612937  736345  871355  
Less: Cost of Goods Sold 0  0  0  0  0  
      
Gross Profit 610803  607336  612937  736345  871355  
      
Other Operating Revenue 0  0  0  0  0  
Less: Operating Expenses  521016  543792  527369  619765  739487  
      
Operating Income 89787  63544  85568  116580  131868  
       
Less: Interest Expense 0  175  0  19  446  
      (no capitalized interest)      
Other Income (Expenses) 2130  1129  481  210  195  
Unusual or Infreq. Item;      
  Gain (Loss) 0  0  0  0  0  
Equity in Earnings of Assoc.;      
  Profit (Loss) 0  0  0  0  0  
      
Income before Taxes 91917  64498  86049  116771  131617  
      
Less:Taxes Related to 
Operations 19240  -10675  29663  43715  46783  
      
N.I. before Min. Ern. 72677  75173  56386  73056  84834  
      
Minority Share of Earnings 
(Loss) 0  0  0  0  0  
      
N.I. before Nonrecurring Items 72677  75173  56386  73056  84834  
       
Oper. of Discontinued Segment;      
  Income (Loss) 0  0  0  0  0  
Disposal of Discont. Segment;      
  Gain (Loss) 0  0  0  0  0  
Extraordinary Item;      
  Gain (Loss) 0  0  0  0  0  
Cum. Effect of Acct Change;      
  Gain (Loss) 0  0  0  0  0  
      
Net Income (Loss) 72677  75173  56386  73056  84834  
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Heartland Express      BALANCE 
SHEET 2018  2017  2016  2015  2014  
For Fiscal Year End 12/31      
In Thousands      
ASSETS      
Current Assets:      
  Cash 161448  75378  128507  33232  17303  
  Marketable Securities 0  0  0  0  0  
  Gross Receivables 48955  64293  46844  61009  77034  
  Less: Allowance for Bad Debts 0  0  0  0  0  
      Net Trade Receivables 48955  64293  46844  61009  77034  
  Inventories 0  0  0  0  0  
  Prepaid Expenses 9378  10989  8181  9584  12216  
  Other Current Assets 12721  20175  18579  32619  43679  
      
Total Current Assets 232502  170835  202111  136444  150232  
Long-Term Assets:       
Net Tangible (Fixed) Assets 
(other than construction in 
progress) 396580  438866  407435  473785  479891  
Construction in Progress 6540  3996  213  213  668  
Intangible Assets 146904  149432  112302  114225  116592  
Investments 0  0  0  0  0  
Other Nonoperating Assets 0  0  0  0  0  
Other Operating Assets 23687  25998  16167  11363  12611  
      
Total Long-Term Assets 573711  618292  536117  599586  609762  
Total Assets 806213  789127  738228  736030  759994  
LIABILITIES AND EQUITY      
Current Liabilities:      
  Accounts Payable 10552  14366  12355  7516  8261  
  Short Term Loans 0  0  0  0  0  
  Current Maturity of L.t. Debt 0  0  0  0  0  
  Other Current Liabilities 54137  60955  53179  58652  60027  
      
Total Current Liabilities 64689  75321  65534  66168  68288  
Long-Term Liabilities:      
  Long-term Debt 54511  73673  0  0  24600  
  Reserves 0  0  0  0  0  
  Deferred Liabilities 71041  65488  94657  0  0  
  Minority Interest 0  0  0  0  0  
  Redeemable Preferred 0  0  0  0  0  
  Other Long-term Liabilities 0  0  72211  199934  190519  
      
Total Long-term Liabilities 125552  139161  166868  199934  215119  
Total Liabilities 190241  214482  232402  266102  283407  
Shareholders' Equity:      
  Preferred Equity 0  0  0  0  0  
  Common Equity-incl. Ret. Ern. 615972  574645  505826  469928  476587  
      
Total Equity 615972  574645  505826  469928  476587  
Total Liabilities and Equity 806213  789127  738228  736030  759994  
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Heartland Express      
VERTICAL INCOME STATEMENT 2018 2017 2016 2015 2014 
For Fiscal Year End 12/31      
Net Sales 100.00% 100.00% 100.00% 100.00% 100.00% 
Less: Cost of Goods Sold 0.00% 0.00% 0.00% 0.00% 0.00% 
      
Gross Profit 100.00% 100.00% 100.00% 100.00% 100.00% 
      
Other Operating Revenue 0.00% 0.00% 0.00% 0.00% 0.00% 
Less: Operating Expenses  85.30% 89.54% 86.04% 84.17% 84.87% 
      
Operating Income 14.70% 10.46% 13.96% 15.83% 15.13% 
       
Less: Interest Expense 0.00% 0.03% 0.00% 0.00% 0.05% 
      (no capitalized 
interest)      
Other Income (Expenses) 0.35% 0.19% 0.08% 0.03% 0.02% 
Unusual or Infreq. Item;      
  Gain (Loss) 0.00% 0.00% 0.00% 0.00% 0.00% 
Equity in Earnings of Assoc.;      
  Profit (Loss) 0.00% 0.00% 0.00% 0.00% 0.00% 
      
Income before Taxes 15.05% 10.62% 14.04% 15.86% 15.10% 
      
Less:Taxes Related to 
Operations 3.15% -1.76% 4.84% 5.94% 5.37% 
      
N.I. before Min. Ern. 11.90% 12.38% 9.20% 9.92% 9.74% 
      
Minority Share of Earnings 
(Loss) 0.00% 0.00% 0.00% 0.00% 0.00% 
      
N.I. before Nonrecurring 
Items 11.90% 12.38% 9.20% 9.92% 9.74% 
       
Oper. of Discontinued 
Segment;      
  Income (Loss) 0.00% 0.00% 0.00% 0.00% 0.00% 
Disposal of Discont. Segment;      
  Gain (Loss) 0.00% 0.00% 0.00% 0.00% 0.00% 
Extraordinary Item;      
  Gain (Loss) 0.00% 0.00% 0.00% 0.00% 0.00% 
Cum. Effect of Acct Change;      
  Gain (Loss) 0.00% 0.00% 0.00% 0.00% 0.00% 
      
Net Income (Loss) 11.90% 12.38% 9.20% 9.92% 9.74% 
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Heartland Express       
VERTICAL BALANCE SHEET 2018 2017 2016 2015 2014 
For Fiscal Year End 12/31      
ASSETS      
Current Assets:      
  Cash 20.03% 9.55% 17.41% 4.52% 2.28% 
  Marketable Securities 0.00% 0.00% 0.00% 0.00% 0.00% 
  Gross Receivables 6.07% 8.15% 6.35% 8.29% 10.14% 
  Less: Allowance for Bad Debts 0.00% 0.00% 0.00% 0.00% 0.00% 
      Net Trade Receivables 6.07% 8.15% 6.35% 8.29% 10.14% 
  Inventories 0.00% 0.00% 0.00% 0.00% 0.00% 
  Prepaid Expenses 1.16% 1.39% 1.11% 1.30% 1.61% 
  Other Current Assets 1.58% 2.56% 2.52% 4.43% 5.75% 
      
Total Current Assets 28.84% 21.65% 27.38% 18.54% 19.77% 
Long-Term Assets:       
Net Tangible (Fixed) Assets 
(other than construction in 
progress) 49.19% 55.61% 55.19% 64.37% 63.14% 
Construction in Progress 0.81% 0.51% 0.03% 0.03% 0.09% 
Intangible Assets 18.22% 18.94% 15.21% 15.52% 15.34% 
Investments 0.00% 0.00% 0.00% 0.00% 0.00% 
Other Nonoperating Assets 0.00% 0.00% 0.00% 0.00% 0.00% 
Other Operating Assets 2.94% 3.29% 2.19% 1.54% 1.66% 
      
Total Long-Term Assets 71.16% 78.35% 72.62% 81.46% 80.23% 
Total Assets 100.00% 100.00% 100.00% 100.00% 100.00% 
LIABILITIES AND EQUITY      
Current Liabilities:      
  Accounts Payable 1.31% 1.82% 1.67% 1.02% 1.09% 
  Short Term Loans 0.00% 0.00% 0.00% 0.00% 0.00% 
  Current Maturity of L.t. Debt 0.00% 0.00% 0.00% 0.00% 0.00% 
  Other Current Liabilities 6.71% 7.72% 7.20% 7.97% 7.90% 
      
Total Current Liabilities 8.02% 9.54% 8.88% 8.99% 8.99% 
Long-Term Liabilities:      
  Long-term Debt 6.76% 9.34% 0.00% 0.00% 3.24% 
  Reserves 0.00% 0.00% 0.00% 0.00% 0.00% 
  Deferred Liabilities 8.81% 8.30% 12.82% 0.00% 0.00% 
  Minority Interest 0.00% 0.00% 0.00% 0.00% 0.00% 
  Redeemable Preferred 0.00% 0.00% 0.00% 0.00% 0.00% 
  Other Long-term Liabilities 0.00% 0.00% 9.78% 27.16% 25.07% 
      
Total Long-term Liabilities 15.57% 17.63% 22.60% 27.16% 28.31% 
Total Liabilities 23.60% 27.18% 31.48% 36.15% 37.29% 
Shareholders' Equity:      
  Preferred Equity 0.00% 0.00% 0.00% 0.00% 0.00% 
  Common Equity-incl. Ret. Ern. 76.40% 72.82% 68.52% 63.85% 62.71% 
      
Total Equity 76.40% 72.82% 68.52% 63.85% 62.71% 
Total Liabilities and Equity 100.00% 100.00% 100.00% 100.00% 100.00% 
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Heartland Express    
HORIZONTAL INCOME STATEMENT 2018 2017 2016 2015 2014 
For Fiscal Year End 12/31      
Net Sales 70.10% 69.70% 70.34% 84.51% 100.00% 
Less: Cost of Goods Sold #N/A #N/A #N/A #N/A #N/A 
      
Gross Profit 70.10% 69.70% 70.34% 84.51% 100.00% 
      
Other Operating Revenue #N/A #N/A #N/A #N/A #N/A 
Less: Operating Expenses  70.46% 73.54% 71.32% 83.81% 100.00% 
      
Operating Income 68.09% 48.19% 64.89% 88.41% 100.00% 
       
Less: Interest Expense 0.00% 39.24% 0.00% 4.26% 100.00% 
      (no capitalized 
interest)      
Other Income (Expenses) 1092.31% 578.97% 246.67% 107.69% 100.00% 
Unusual or Infreq. Item;      
  Gain (Loss) #N/A #N/A #N/A #N/A #N/A 
Equity in Earnings of Assoc.;      
  Profit (Loss) #N/A #N/A #N/A #N/A #N/A 
      
Income before Taxes 69.84% 49.00% 65.38% 88.72% 100.00% 
      
Less:Taxes Related to 
Operations 41.13% -22.82% 63.41% 93.44% 100.00% 
      
N.I. before Min. Ern. 85.67% 88.61% 66.47% 86.12% 100.00% 
      
Minority Share of Earnings 
(Loss) #N/A #N/A #N/A #N/A #N/A 
      
N.I. before Nonrecurring 
Items 85.67% 88.61% 66.47% 86.12% 100.00% 
       
Oper. of Discontinued 
Segment;      
  Income (Loss) #N/A #N/A #N/A #N/A #N/A 
Disposal of Discont. Segment;      
  Gain (Loss) #N/A #N/A #N/A #N/A #N/A 
Extraordinary Item;      
  Gain (Loss) #N/A #N/A #N/A #N/A #N/A 
Cum. Effect of Acct Change;      
  Gain (Loss) #N/A #N/A #N/A #N/A #N/A 
      
Net Income (Loss) 85.67% 88.61% 66.47% 86.12% 100.00% 
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HORIZONTAL BALANCE SHEET 2018 2017 2016 2015 2014 
For Fiscal Year End 12/31      
ASSETS      
Current Assets:      
  Cash 933.06% 435.64% 742.69% 192.06% 100.00% 
  Marketable Securities #N/A #N/A #N/A #N/A #N/A 
  Gross Receivables 63.55% 83.46% 60.81% 79.20% 100.00% 
  Less: Allowance for Bad 
Debts #N/A #N/A #N/A #N/A #N/A 
      Net Trade Receivables 63.55% 83.46% 60.81% 79.20% 100.00% 
  Inventories #N/A #N/A #N/A #N/A #N/A 
  Prepaid Expenses 76.77% 89.96% 66.97% 78.45% 100.00% 
  Other Current Assets 29.12% 46.19% 42.54% 74.68% 100.00% 
      
Total Current Assets 154.76% 113.71% 134.53% 90.82% 100.00% 
Long-Term Assets:       
Net Tangible (Fixed) Assets 
(other than construction in 
progress) 82.64% 91.45% 84.90% 98.73% 100.00% 
Construction in Progress 979.04% 598.20% 31.89% 31.89% 100.00% 
Intangible Assets 126.00% 128.17% 96.32% 97.97% 100.00% 
Investments #N/A #N/A #N/A #N/A #N/A 
Other Nonoperating Assets #N/A #N/A #N/A #N/A #N/A 
Other Operating Assets 187.83% 206.15% 128.20% 90.10% 100.00% 
      
Total Long-Term Assets 94.09% 101.40% 87.92% 98.33% 100.00% 
Total Assets 106.08% 103.83% 97.14% 96.85% 100.00% 
LIABILITIES AND EQUITY      
Current Liabilities:      
  Accounts Payable 127.73% 173.90% 149.56% 90.98% 100.00% 
  Short Term Loans #N/A #N/A #N/A #N/A #N/A 
  Current Maturity of L.t. 
Debt #N/A #N/A #N/A #N/A #N/A 
  Other Current Liabilities 90.19% 101.55% 88.59% 97.71% 100.00% 
      
Total Current Liabilities 94.73% 110.30% 95.97% 96.90% 100.00% 
Long-Term Liabilities:      
  Long-term Debt 221.59% 299.48% 0.00% 0.00% 100.00% 
  Reserves #N/A #N/A #N/A #N/A #N/A 
  Deferred Liabilities #N/A #N/A #N/A #N/A #N/A 
  Minority Interest #N/A #N/A #N/A #N/A #N/A 
  Redeemable Preferred #N/A #N/A #N/A #N/A #N/A 
  Other Long-term 
Liabilities 0.00% 0.00% 37.90% 104.94% 100.00% 
      
Total Long-term Liabilities 58.36% 64.69% 77.57% 92.94% 100.00% 
Total Liabilities 67.13% 75.68% 82.00% 93.89% 100.00% 
Shareholders' Equity:      
  Preferred Equity #N/A #N/A #N/A #N/A #N/A 
  Common Equity-incl. Ret. 
Ern. 129.25% 120.58% 106.14% 98.60% 100.00% 
      
Total Equity 129.25% 120.58% 106.14% 98.60% 100.00% 
Total Liabilities and 
Equity 106.08% 103.83% 97.14% 96.85% 100.00% 
43 
 
LIQUIDITY 2018  2017  2016  2015  2014  
For Fiscal Year End 12/31      
Days' Sales in Receivables 29.25  38.64  27.90  30.24  32.27  
Accounts Receivable 
Turnover 10.79  10.93  11.37  10.67  22.62  
A/R Turnover in Days 33.84  33.40  32.11  34.21  #N/A 
      
Days' Sales in Inventory      
Inventory Turnover      
Inventory Turnover in Days      
      
Operating Cycle      
Working Capital (In 
Thousands) 
   
167,813  
    
95,514  
   
136,577  
    
70,276  
    
81,944  
Current Ratio 3.59  2.27  3.08  2.06  2.20  
      
Acid Test 3.25  1.85  2.68  1.42  1.38  
Cash Ratio 2.50  1.00  1.96  0.50  0.25  
Sales to Working Capital 4.64  5.23  5.93  9.67  21.27  
      
Cash Flow/Cur. Mat. of Debt 
& NP      
      
      
LONG-TERM DEBT-PAYING 
ABILITY 2018  2017  2016  2015  2014  
      
Times Interest Earned  369.56   6146.84  296.11  
Fixed Charge Coverage  369.56   6146.84  296.11  
Debt Ratio 23.60% 27.18% 31.48% 36.15% 37.29% 
      
Debt/Equity 30.88% 37.32% 45.95% 56.63% 59.47% 
Debt to Tangible Net Worth 40.56% 50.44% 59.06% 74.81% 78.73% 
Cash Flow/Total Debt 77.03% 51.07% 67.03% 71.58% 60.85% 
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PROFITABILITY 2018  2017  2016  2015  2014  
For Fiscal Year End 12/31      
Net Profit Margin 11.90% 12.38% 9.20% 9.92% 9.74% 
Total Asset Turnover 0.77  0.80  0.83  0.98  2.29  
Return on Assets 9.11% 9.84% 7.65% 9.77% 22.32% 
      
Operating Income Margin 14.70% 10.46% 13.96% 15.83% 15.13% 
Operating Asset Turnover 0.95  0.96  0.98  1.16  2.71  
Return on Operating Assets 13.94% 10.08% 13.72% 18.44% 41.03% 
      
Sales to Fixed Assets 1.46  1.44  1.39  1.54  3.63  
Return on Investment 9.99% 10.87% 8.40% 10.73% 24.61% 
Return on Total Equity 12.21% 13.91% 11.56% 15.44% 35.60% 
      
Return on Common Equity 12.21% 13.91% 11.56% 15.44% 35.60% 
Gross Profit Margin 100.00% 100.00% 100.00% 100.00% 100.00% 
      
      
INVESTOR ANALYSIS 2018  2017  2016  2015  2014  
      
Degree of Financial Leverage 1.00  1.00  1.00  1.00  1.00  
Earnings per Share 0.88  0.90  0.68  0.84  0.96  
Price/Earnings Ratio 22.74  25.21  30.29  20.42  26.76  
      
Percentage of Earnings 
Retained 90.93% 91.13% 88.18% 100.00% 100.00% 
Dividend Payout 9.09% 8.89% 11.76% 9.52% 8.33% 
Dividend Yield 0.40% 0.35% 0.39% 0.47% 0.31% 
      
Book Value per Share 7.52  6.90  6.07  5.59  5.43  
Materiality of Options #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0! 
Oper. Cash Flow per Share 1.78  1.31  1.87  2.19  1.96  
      
Oper. Cash Flow/Cash 
Dividends 22.24  16.43  23.37  #DIV/0! #DIV/0! 
Year-end Market Price 20.01  22.69  20.60  17.15  25.69  
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Calculating Projected FCF 12/31/18 12/31/19 12/31/20 12/31/21 12/31/22 12/31/23 12/31/24 12/31/25 12/31/26 12/31/27 
Marginal tax rate 22.5% 25.0% 25.0% 25.0% 25.0% 25.0% 25.0% 25.0% 25.0% 25.0% 
Reported income tax expense 14,370  16,123  17,287  18,760  20,284  21,730  22,501  23,930  25,648  27,476  
Taxes reported but not paid 5,351  12,988  10,464  10,844  11,167  11,425  11,608  10,468  11,096  11,762  
Actual taxes paid 9,019  3,135  6,823  7,916  9,117  10,305  10,893  13,462  14,551  15,714  
Plus tax saved due to net interest 
expenses 0  (9) 53  (172) (432) (607) (111) (197) (490) (810) 
Minus tax paid on non-operating 
income 0  0  0  0  0  0  0  0  0  0  
Tax on operating income 9,019  3,127  6,876  7,744  8,685  9,698  10,782  13,265  14,061  14,905  
Net operating profit after taxes 
(NOPAT) 54,766  61,333  62,482  66,608  70,723  74,792  78,778  81,668  86,568  91,762  
NOPAT adjusted for extraordinary 
income 60,378  67,394  69,004  73,599  78,190  82,737  87,199  90,595  96,030  101,792  
Operating current assets 163,528  175,224  188,541  202,116  215,860  229,675  243,455  258,063  273,546  289,959  
Operating current liabilities 71,973  79,106  85,118  91,246  97,451  103,688  109,909  116,504  123,494  130,904  
Net operating working capital 91,555  96,118  103,423  110,869  118,409  125,987  133,546  141,559  150,052  159,055  
Operating long term capital 590,376  664,320  714,808  766,274  818,381  870,757  923,003  978,383  1,037,086  1,099,311  
Operating capital (adjusted for any 
special asset impairment of 
accounting changes) 681,931  760,438  818,231  877,144  936,789  996,744  1,056,549  1,119,942  1,187,138  1,258,366  
Investment in operating capital 55,805  78,507  57,793  58,913  59,646  59,955  59,805  63,393  67,196  71,228  
Free cash flow (including 
extraordinary income) 4,573  (11,113) 11,211  14,686  18,544  22,782  27,395  27,202  28,834  30,564  
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Calculating 
Projected ROIC  12/31/18 12/31/19 12/31/20 12/31/21 12/31/22 12/31/23 12/31/24 12/31/25 12/31/26 12/31/27 
ROIC (NOPAT/ 
Beginning capital)  8.7% 9.9% 9.1% 9.0% 8.9% 8.8% 8.7% 8.6% 8.6% 8.6% 
Projected Growth 
Rates            
Growth in Sales   8.0% 7.6% 7.2% 6.8% 6.4% 6.0% 6.0% 6.0% 6.0% 
Growth in NOPAT   11.6% 2.4% 6.7% 6.2% 5.8% 5.4% 3.9% 6.0% 6.0% 
Growth in operating 
capital   11.5% 7.6% 7.2% 6.8% 6.4% 6.0% 6.0% 6.0% 6.0% 
Growth in FCF   -343.0% -200.9% 31.0% 26.3% 22.9% 20.2% -0.7% 6.0% 6.0% 
Calculating Value            
WACC  9.69% 9.69% 9.69% 9.69% 9.69% 9.69% 9.69% 9.69% 9.69% 9.69% 
Assumed long-term 
return on invested 
capital            
Horizon value            
Value of operations  546,646  610,732  658,704  707,850  757,900  808,563  859,522  915,612  975,506  1,039,474  
Value of operations 
adjusted for half-year 
convention  572,520  639,639  689,882  741,354  793,774  846,834  900,205  958,950  1,021,679  1,088,674  
Value of investments  0  0  26,014  63,905  109,040  161,576  219,860  262,303  308,184  357,738  
Total value of firm  572,520  639,639  715,896  805,260  902,814  1,008,410  1,120,065  1,221,253  1,329,863  1,446,413  
Value of all debt, 
preferred stock, and 
other nonoperating 
liabilities  0  5,192  13,798  29,654  47,626  67,747  90,021  95,895  102,168  108,867  
Value of equity  572,520  634,448  702,098  775,605  855,188  940,664  1,030,044  1,125,358  1,227,695  1,337,545  
Number of shares  54,466  54,466  54,466  54,466  54,466  54,466  54,466  54,466  54,466  54,466  
Estimated price per share, end 
of fiscal year 
 $          
10.51  
 $          
11.65  
 $          
12.89  
 $     
14.24  
 $     
15.70  
 $       
17.27  
 $       
18.91  
 $       
20.66  
 $       
22.54  
 $       
24.56  
  0 
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Income Statement 
($ Thousands) 12/31/18 12/31/19 12/31/20 12/31/21 12/31/22 12/31/23 12/31/24 12/31/25 12/31/26 12/31/27 
Sales 
 $          
787,594  
 $          
850,602  
 $          
915,247  
 $     
981,145  
 $  
1,047,863  
 $    
1,114,926  
 $    
1,181,822  
 $    
1,252,731  
 $    
1,327,895  
 $    
1,407,569  
Costs of goods sold (COGS) 
                      
0  
                      
0  
                  
0  
                 
0  
                 
0  
                   
0  
                   
0  
                   
0  
                   
0  
                   
0  
Sales, general and 
administrative expense (SGA) 
            
635,224  
            
688,987  
            
741,350  
        
794,727  
        
848,769  
         
903,090  
         
957,276  
       
1,014,712  
       
1,075,595  
       
1,140,131  
Depreciation 
              
88,585  
              
97,155  
            
104,539  
        
112,065  
        
119,686  
         
127,346  
         
134,986  
         
143,086  
         
151,671  
         
160,771  
Operating profit 
 $           
63,785  
 $           
64,459  
 $           
69,358  
 $       
74,352  
 $       
79,408  
 $        
84,490  
 $        
89,560  
 $        
94,933  
 $       
100,629  
 $       
106,667  
Interest expense 
                      
0  
                      
0  
               
247  
                
54  
              
344  
             
1,550  
             
6,063  
             
8,057  
             
8,583  
             
9,144  
Interest income 
                      
0  
                    
34  
                  
35  
              
740  
           
2,071  
             
3,979  
             
6,509  
             
8,843  
           
10,544  
           
12,382  
Nonoperating income 
(Expense) 
                      
0  
                      
0  
                  
0  
                 
0  
                 
0  
                   
0  
                   
0  
                   
0  
                   
0  
                   
0  
Earnings before taxes (EBT) 
 $           
63,785  
 $           
64,493  
 $           
69,147  
 $       
75,039  
 $       
81,136  
 $        
86,919  
 $        
90,006  
 $        
95,720  
 $       
102,591  
 $       
109,905  
Tax expense 
              
14,370  
              
16,123  
              
17,287  
         
18,760  
         
20,284  
           
21,730  
           
22,501  
           
23,930  
           
25,648  
           
27,476  
Net income before 
extraordinary items 
 $           
49,415  
 $           
48,370  
 $           
51,860  
 $       
56,279  
 $       
60,852  
 $        
65,190  
 $        
67,504  
 $        
71,790  
 $        
76,943  
 $        
82,429  
After-tax extraordinary income 
(Expense) 
                
5,612  
                
6,061  
                
6,522  
           
6,991  
           
7,467  
             
7,944  
             
8,421  
             
8,926  
             
9,462  
           
10,030  
Net income (NI)  
 $           
55,027  
 $           
54,431  
 $           
58,382  
 $       
63,270  
 $       
68,318  
 $        
73,134  
 $        
75,925  
 $        
80,716  
 $        
86,405  
 $        
92,459  
Dividends-- preferred 
 $                   
0  
 $                   
0  
$                   
0  
 $               
0  
 $               
0  
 $                
0  
 $                
0  
 $                
0  
 $                
0  
 $                
0  
Dividends-- common 
 $            
(5,459) 
 $            
(5,896) 
 $            
(6,356) 
 $       
(6,834) 
 $       
(7,323) 
 $         
(7,812) 
 $         
(8,280) 
 $         
(8,777) 
 $         
(9,304) 
 $         
(9,862) 
Additions to RE 
 $           
60,486  
 $           
60,327  
 $           
64,737  
 $       
70,104  
 $       
75,642  
 $        
80,946  
 $        
84,206  
 $        
89,493  
 $        
95,709  
 $       
102,321  
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 2 
Balance Sheets 
($ Thousands) 12/31/18 12/31/19 12/31/20 12/31/21 12/31/22 12/31/23 12/31/24 12/31/25 12/31/26 12/31/27 
Assets           
Cash 
 $           
56,763  
 $           
58,692  
 $           
63,152  
 $       
67,699  
 $       
72,303  
 $        
76,930  
 $        
81,546  
 $        
86,438  
 $        
91,625  
 $        
97,122  
Inventory 
                      
0  
                  
0  
                    
0  
               
0  
                 
0  
                   
0  
                   
0  
                   
0  
                   
0  
                   
0  
Accounts receivable 
              
86,841  
              
93,566  
            
100,677  
        
107,926  
        
115,265  
         
122,642  
         
130,000  
         
137,800  
         
146,068  
         
154,833  
Other short-term 
operating assets 
              
19,924  
              
22,966  
              
24,712  
         
26,491  
         
28,292  
           
30,103  
           
31,909  
           
33,824  
           
35,853  
           
38,004  
Short-term investments 
                      
0  
                  
0  
            
26,014  
         
63,905  
        
109,040  
         
161,576  
         
219,860  
         
262,303  
         
308,184  
         
357,738  
Total current assets 
 $          
163,528  
 $          
175,224  
 $          
214,554  
 $     
266,021  
 $     
324,900  
 $       
391,251  
 $       
463,315  
 $       
520,365  
 $       
581,731  
 $       
647,698  
Net plant, property, & 
equipment (PPE) 
            
588,230  
            
660,917  
            
711,147  
        
762,350  
        
814,189  
         
866,298  
         
918,275  
         
973,372  
       
1,031,774  
       
1,093,681  
Other long-term 
operating assets 
                
2,146  
                
3,402  
                
3,661  
           
3,925  
           
4,191  
             
4,460  
             
4,727  
             
5,011  
             
5,312  
             
5,630  
Long-term investments 
                      
0  
                  
0  
                    
0  
               
0  
                 
0  
                   
0  
                   
0  
                   
0  
                   
0  
                   
0  
Total Assets 
 $          
753,904  
 $          
839,544  
 $          
929,363  
 $  
1,032,296  
 $  
1,143,281  
 $    
1,262,009  
 $    
1,386,318  
 $    
1,498,748  
 $    
1,618,817  
 $    
1,747,009  
 3 
 4 
 5 
 6 
 7 
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Liabilities and Equity 12/31/18 12/31/19 12/31/20 12/31/21 12/31/22 12/31/23 12/31/24 12/31/25 12/31/26 12/31/27 
Accounts payable (AP) 
 $           
15,704  
 $           
18,713  
 $           
20,135  
 $       
21,585  
 $       
23,053  
 $        
24,528  
 $        
26,000  
 $        
27,560  
 $        
29,214  
 $        
30,967  
Accruals 
              
56,269  
              
60,393  
              
64,983  
         
69,661  
         
74,398  
           
79,160  
           
83,909  
           
88,944  
           
94,281  
           
99,937  
Other operating current 
liabilities 
                      
0  
                   
0  
                   
0  
              
0  
                 
0  
                   
0  
                   
0  
                   
0  
                   
0  
                   
0  
All short-term debt 
                      
0  
             
5,192  
                      
0  
              
0  
                 
0  
                   
0  
                   
0  
                   
0  
                   
0  
                   
0  
Total current liabilities 
 $           
71,973  
 $           
84,298  
 $           
85,118  
 $       
91,246  
 $       
97,451  
 $       
103,688  
 $       
109,909  
 $       
116,504  
 $       
123,494  
 $       
130,904  
Long-term debt 
                      
0  
                   
0  
           
13,798  
         
29,654  
         
47,626  
           
67,747  
           
90,021  
           
95,895  
         
102,168  
         
108,867  
Deferred taxes 
            
105,977  
            
118,965  
            
129,429  
        
140,272  
        
151,439  
         
162,864  
         
174,472  
         
184,941  
         
196,037  
         
207,799  
Preferred stock 
                      
0  
                   
0  
                   
0  
              
0  
                 
0  
                   
0  
                   
0  
                   
0  
                   
0  
                   
0  
Other long-term liabilities 
                      
0  
                   
0  
                   
0  
              
0  
                 
0  
                   
0  
                   
0  
                   
0  
                   
0  
                   
0  
Total liabilities 
 $          
177,950  
 $          
203,263  
 $          
228,344  
 $     
261,173  
 $     
296,517  
 $       
334,299  
 $       
374,402  
 $       
397,340  
 $       
421,699  
 $       
447,571  
Par plus PIC Less treasury 
(and other adjustments) 
            
278,931  
            
278,931  
            
278,931  
        
278,931  
        
278,931  
         
278,931  
         
278,931  
         
278,931  
         
278,931  
         
278,931  
Retained earnings (RE) 
            
297,023  
            
357,350  
            
422,087  
        
492,192  
        
567,833  
         
648,779  
         
732,984  
         
822,478  
         
918,186  
       
1,020,507  
Total common equity 
 $          
575,954  
 $          
636,281  
 $          
701,018  
 $     
771,123  
 $     
846,764  
 $       
927,710  
 $    
1,011,915  
 $    
1,101,409  
 $    
1,197,117  
 $    
1,299,438  
Total liabilities and equity 
 $          
753,904  
 $          
839,544  
 $          
929,363  
 $  
1,032,296  
 $  
1,143,281  
 $    
1,262,009  
 $    
1,386,318  
 $    
1,498,748  
 $    
1,618,817  
 $    
1,747,009  
 9 
 10 
 11 
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Statement of Cash 
Flows 12/31/18 12/31/19 12/31/20 12/31/21 12/31/22 12/31/23 12/31/24 12/31/25 12/31/26 12/31/27 
Operating Activities           
Net income  $           
55,027  
 $           
54,431  
 $           
58,382  
 $       
63,270  
 $       
68,318  
 $        
73,134  
 $        
75,925  
 $        
80,716  
 $        
86,405  
 $        
92,459  
Depreciation               
88,585  
              
97,155  
            
104,539  
        
112,065  
        
119,686  
         
127,346  
         
134,986  
         
143,086  
         
151,671  
         
160,771  
Change in deferred tax                 
5,351  
              
12,988  
              
10,464  
         
10,844  
         
11,167  
           
11,425  
           
11,608  
           
10,468  
           
11,096  
           
11,762             
Change in inventory                       
0  
                      
0  
                      
0  
                 
0  
                 
0  
                   
0  
                   
0  
                   
0  
                   
0  
                   
0  
Change in accounts 
receivable 
               
(5,824) 
               
(6,725) 
               
(7,111) 
          
(7,249) 
          
(7,339) 
            
(7,377) 
            
(7,359) 
            
(7,800) 
            
(8,268) 
            
(8,764) 
Change in other short-term 
operating assets 
                  
(114) 
               
(3,042) 
               
(1,745) 
          
(1,779) 
          
(1,801) 
            
(1,811) 
            
(1,806) 
            
(1,915) 
            
(2,029) 
            
(2,151) 
Change in accounts 
payable 
                  
(774) 
                
3,009  
                
1,422  
           
1,450  
           
1,468  
             
1,475  
             
1,472  
             
1,560  
             
1,654  
             
1,753  
Change in accruals                 
8,470  
                
4,124  
                
4,590  
           
4,679  
           
4,737  
             
4,761  
             
4,750  
             
5,035  
             
5,337  
             
5,657  
Change in other current 
liabilities 
                      
0  
                      
0  
                      
0  
                 
0  
                 
0  
                   
0  
                   
0  
                   
0  
                   
0  
                   
0  
Net cash from operating 
activities 
 $          
150,721  
 $          
161,940  
 $          
170,540  
 $     
183,280  
 $     
196,235  
 $       
208,954  
 $       
219,577  
 $       
231,150  
 $       
245,865  
 $       
261,486  
           
Investing Activities           
Investment in PPE  $         
(104,895) 
 $         
(169,842) 
 $         
(154,768) 
 $    
(163,268) 
 $    
(171,526) 
 $      
(179,454) 
 $      
(186,964) 
 $      
(198,182) 
 $      
(210,073) 
 $      
(222,678) 
Investment in other long-
term oper. ass. 
                  
(281) 
               
(1,256) 
                  
(259) 
             
(264) 
             
(267) 
               
(268) 
               
(268) 
               
(284) 
               
(301) 
               
(319) 
Net cash from investing 
activities 
 $         
(105,176) 
 $         
(171,099) 
 $         
(155,027) 
 $    
(163,532) 
 $    
(171,793) 
 $      
(179,722) 
 $      
(187,232) 
 $      
(198,466) 
 $      
(210,374) 
 $      
(222,996) 
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Financing Activities           
Change in short-term 
investments 
 $                   
0  
 $                   
0  
 $          
(26,014) 
 $      
(37,892) 
 $      
(45,135) 
 $       
(52,536) 
 $       
(58,283) 
 $       
(42,443) 
 $       
(45,881) 
 $       
(49,554) 
Change in long-term 
investments 
                      
0  
                      
0  
                      
0  
                 
0  
                 
0  
                   
0  
                   
0  
                   
0  
                   
0  
                   
0  
Change in short-term debt                       
0  
                
5,192  
               
(5,192) 
                 
0  
                 
0  
                   
0  
                   
0  
                   
0  
                   
0  
                   
0  
Change in long-term debt                       
0  
                      
0  
              
13,798  
         
15,857  
         
17,972  
           
20,120  
           
22,274  
             
5,875  
             
6,273  
             
6,700  
Preferred dividends                       
0  
                      
0  
                      
0  
                 
0  
                 
0  
                   
0  
                   
0  
                   
0  
                   
0  
                   
0  
Change in preferred stock                       
0  
                      
0  
                      
0  
                 
0  
                 
0  
                   
0  
                   
0  
                   
0  
                   
0  
                   
0  
Change in other long-term 
liabilities 
                      
0  
                      
0  
                      
0  
                 
0  
                 
0  
                   
0  
                   
0  
                   
0  
                   
0  
                   
0  
Change in common stock 
(Par + PIC) 
             
(10,032) 
                      
0  
                      
0  
                 
0  
                 
0  
                   
0  
                   
0  
                   
0  
                   
0  
                   
0  
Common dividends                 
5,459  
                
5,896  
                
6,356  
           
6,834  
           
7,323  
             
7,812  
             
8,280  
             
8,777  
             
9,304  
             
9,862  
         Net cash from 
financing activities 
 $            
(4,573) 
 $           
11,088  
 $          
(11,052) 
 $      
(15,201) 
 $      
(19,839) 
 $       
(24,604) 
 $       
(27,729) 
 $       
(27,792) 
 $       
(30,305) 
 $       
(32,993) 
           
Net cash flow  $           
40,972  
 $             
1,929  
 $             
4,461  
 $        
4,547  
 $        
4,604  
 $          
4,627  
 $          
4,616  
 $          
4,893  
 $          
5,186  
 $          
5,497  
Starting cash               
15,791  
              
56,763  
              
58,692  
         
63,152  
         
67,699  
           
72,303  
           
76,930  
           
81,546  
           
86,438  
           
91,625  
Ending cash  $           
56,763  
 $           
58,692  
 $           
63,152  
 $       
67,699  
 $       
72,303  
 $        
76,930  
 $        
81,546  
 $        
86,438  
 $        
91,625  
 $        
97,122  
 13 
 14 
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Inputs        
Number of years historical data analyzed 5       
Historical Values for Ratios Used to Project 
Financial Statements Average Trend 
Most 
Recent 
Starting 
rate 
Long 
Term 
rate 
Time 
until 
long 
term 
(years) 
 
Fade 
Rate 
Year of analysis   0     
Ratios to calculate operating profit        
Sales growth rate 4.1% 15.4% 12.8% 8.0% 6.0% 5 0.00 
COGS / Sales 0.0% 0.0% 0.0% 0.0% 0.0% 5 0.00 
SGA / Sales 81.2% 79.7% 80.7% 81.0% 81.0% 5 0.00 
Depreciation / Net PPE 14.7% 15.2% 15.1% 14.7% 14.7% 5 0.00 
Ratios to calculate operating capital        
Cash / Sales 1.9% 6.9% 7.2% 6.9% 6.9% 5 0.00 
Inventory/ Sales 0.0% 0.0% 0.0% 0.0% 0.0% 5 0.00 
Accts. rec. / Sales 11.8% 10.2% 11.0% 11.0% 11.0% 5 0.00 
Other short term operating assets/Sales 2.7% 2.4% 2.5% 2.7% 2.7% 5 0.00 
Net PPE / Sales 77.7% 81.7% 74.7% 77.7% 77.7% 5 0.00 
Other long-term op. A. / Sales 0.4% 0.2% 0.3% 0.4% 0.4% 5 0.00 
Accts. pay./ Sales 2.2% 2.0% 2.0% 2.2% 2.2% 5 0.00 
Accruals / Sales 6.1% 8.3% 7.1% 7.1% 7.1% 5 0.00 
Other current liabilities / Sales 0.0% 0.0% 0.0% 0.0% 0.0% 5 0.00 
Ratios to calculate operating taxes        
Deferred taxes/Net PPE 22.8% 15.4% 18.0% 18.0% 19.0% 5 0.00 
Average tax rate (Taxes/EBT) 17.5% -24.7% 22.5% 25.0% 25.0% 5 0.10 
Marginal tax rate 17.5% -24.7% 22.5% 25.0% 25.0% 5 0.10 
Dividend and debt ratios        
Dividend policy: growth rate 14.2% 42.2% 25.2% 8.00% 6.00% 5 -0.30 
Long-term debt / market value of firm #N/A #N/A 0.00% 0.0000% 10.00% 5 0.00 
Preferred stock / market value of firm #N/A #N/A #N/A 0.00% 0.00% 5 0.00 
Coupon rate on preferred stock #N/A #N/A #N/A 0.00% 0.00% 5 0.00 
Permanent component of short-term debt / market value of 
firm #N/A #N/A #N/A 0.00% 0.00% 5 0.00 
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Ratios to calculate rest of income statement and 
balance sheet        
Nonop. inc. / Sales 0.00% 0.00% 0.00% 0.00% 0.00% 5 0.10 
Extr. inc. / Sales 0.82% 1.15% 0.71% 0.71% 0.71% 5 0.10 
Long-term investments / Sales 0.00% 0.00% 0.00% 0.00% 0.00% 5 0.10 
Other long-term liab. / Sales 0.00% 0.00% 0.00% 0.00% 0.00% 5 0.10 
Interest rates        
Interest rate on cash    0.06% 0.06% 5 0.10 
Interest rate on short-term invest.    1.59% 4.00% 5 0.10 
Interest rate on all current debt    4.75% 4.75% 5 0.10 
Interest rate on long-term debt    0.000% 8.95% 5 -1.00 
18 
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Enter Current Market Value for Equity  
Current stock price $21.49 
Number of shares common stock outstanding                 54,703  
Market value of common stock $1,175,567 
  
Enter Current Market Value for Long-Term Debt 
Estimated value of long-term debt $0 
  
Enter Current Market Value for Short-Term Debt 
Estimated value of short-term debt $0 
  
Enter Current Market Value for Preferred Stock 
Estimated value of lpreferred stock $0 
  
Estimate Percent of Firm that will be Financed by Long-term 
Debt 
Current percent of firm financed with long-term 
debt  0.00% 
Target percent financed with long-term debt= 10% 
  
Estimate Percent of Firm that will be 
Financed by Preferred Stock  
Current percent of firm financed with preferred 
stock  0.00% 
Target percent financed with preferred stock = 0.00% 
  
Estimate Percent of Firm that will be 
Financed by Short-term Debt  
Current percent of firm financed with short-
term debt  0.00% 
Target percent financed with short-term debt = 0.00% 
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Estimate Cost of Equity  
Beta= 1.02 
Risk-free rate= 4.85% 
Market risk premium = 5.07% 
  
Cost of equity= 10.02% 
  
Estimate Cost of Long-term Debt  
Bond rating for company's debt BB 
Spread for bond rating 4.10% 
Tax rate= 25.0% 
  
Cost of long-term debt= 8.95% 
After-tax cost of long-term debt= 6.71% 
  
Inputs to Estimate Cost of Preferred Stock  
Yield on preferred stock 0.00% 
Current coupon rate (preferred 
dividend/preferred stock) 0.00% 
  
Cost of preferred stock = 0.00% 
  
Inputs to Estimate Cost of Short-term Debt  
Prime rate 4.75% 
Adjustment to prime 0.00% 
  
Cost of short-term debt 4.75% 
After-tax cost of short-term debt 3.56% 
  
Estimated WACC 9.69% 
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